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UNCLAS LONDON 01304 

PASS FEDERAL RESERVE BOARD 

E.O. 11652: N/A 
TAGS: EFIN.UK 

SUBJECT: PRESS COVERAGE OF THE $1.5 BILLION EURO LOAN 

1. PRESS COVERAGE OF THE $1.5 BILLION U.K. EURO LOAN HAS 
BEEN LARGELY CONEINED TO REPORTING DETAILS OF THE CREDIT 
AND THE CHANCELLOR'S EXPLANATION OF THE LOAN IN HIS PAR- 
LIAMENTARY STATEMENT. (SEE LONDON 1262). A SELECTION 

OF THE NUANCES OF THIS COVERAGE FOLLOWS. 

2. THE FINANCIAL TIMES EMPHASIZED THAT THE LOAN WAS IN 
THE SPIRIT OF BASLE. THE AUTHORITIES WERE TREATING THE 
RECENT INCREASES IN U.K. RESERVES, WHICH HAVE PARTLY 
ARISEN EROM FOREIGN PURCHASES OF GILTS, AS VOLATILE LIA- 
BILITIES AND HENCE AS INAPPROPRIATE TO FINANCE THE PROS- 
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PECTIVE CURRENT ACCOUNT DEFICIT. 

3. THE FINANCIAL EDITOR OF THE TIMES NOTED THAT THE LOW 
INTEREST RATES WERE "LARGELY A MEASURE OF THE RECOVERY 
OF BRITAIN'S INTERNATIONAL CREDIT STANDING. THE AVERAGE 
INTEREST RATE OF JUST UNDER 1 PERCENT IS, FOR EXAMPLE, 

SLIGHTLY BETTER THAN THE 1-1/16 PRESENTLY BEING OFFERED 
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TO VENEZUELA WHICH LAST AUTUMN WAS ABLE TO BORROW ON 
EINERV TEVRMS THAN THE ELECTRICITY COUNCIL (UNDER HMTREAS- 
URY'S EOREIGN EXCHANGE COVER SCHEME)." THE TIMES DID 
NOTE, HOWEVER, THE ABSENCE OE THE EOUR LARGEST AMERICAN 
BANKS AS WELL AS THAT OE THE ERENCH BANKS, AND INDICAT- 
ED THAT THE GERMAN AND AMERICAN BANKS REPRESENTED IN THE 
CONSORTIUM WERE THE MOST AGGRESSIVE COMPETITORS IN A 
MARKET OE FALLING SPREADS. 

3. THE GUARDIAN HEADLINES AN UNSENS ATIONAL EDITORIAL 
"HOORAY, WE RE CREDITWORTHY." THE EDITORIAL POINTS OUT 
THAT FACED WITH LOW RESERVES, AND AN EXPECTED DEFICIT THIS 
YEAR, HMTREASURY SIMPLY CHOSE TO BORROW NOW AT EXTREMELY 
FAVORABLE RATES RATHER THAN RELY ON SEVERAL BORROWINGS 
DURING THE YEAR BY NATIONALIZED INDUSTRIES THROUGH THE 
FOREIGN EXCHANGE COVER SCHEME AS WAS DONE IN 1976. 
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